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AUSTRIAN KEY ECONOMIC INDICATORS 


Unless otherwise indicated, all values in billions of 
Austrian Schillings (AS) and millions of US Dollars 
and represent period averages. 


Exchange Rate: 


US$ 1.00 


(AS bill.) 
AS 14.52 


INCOME, PRODUCTION, EMPLOYMENT 


GDP at Current Prices 


GDP at Constant (1964) Prices 


Per Capita GDP 


(Current Prices) 


Plant & Equipment Investment (-"-) 


Net Mass Income b/ 
Indices: 
Industrial Production 


(1971=100) 


Ind.Labor Productivity (1971=100) 


Avg.Industrial Wages 
Labor Force (1000s) 
Avg. Unemployment Rate 


MONEY AND PRICES 
Money Supply (M1) 


(1956=100) 


(%) 


Interest Rates (Central Bank) (%)4/ 


Indices: 


Wholesale Price (1976=100) 


Retail Sales 


(1973= 


100) 


BALANCE OF PAYMENTS AND TRADE 


Gold & Foreign Exchange 
External Federal Debt 
Annual Debt Service 
Balance of Payments ¢/ 
Balance of Trade 
Exports, FOB 

U.S. Share 
Imports, CIF 

U.S. Share 


Reserves e/ 
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1979 


(AS bill.) 


AS 13.37 


916.9 
429.6 
AS122,180 
242.2 
484.2 


133.5 c/ 
137.0 &/ 
713.5 
2,835 
2.0 


MAIN IMPORTS FROM THE U.S. in 1979 (S$ million) 
Office machines, EDP equipment, parts and accessories (68.9); vehicles including 


airplanes and boats (47.1); non-ferrous metals (51.7); pharmaceuticals (31.3); 


1979 


($ mill.) 


AS 13.37 


68,579 
32,132 
$9,138 
18,115 
36,215 


133.5 c/ 
137.0 ¢/ 
713.5 
2,835 

2.0 


11,514 
3.95 


108.4 
118.2 


6, 362 
4,764 
628 
-2,413 
-4,758 
15,426 
392 
20,184 
639 


% Change 


1979 vs. 
1978 2/ 


1980 est. 


(AS bill.) 


AS 12.88= 
Jan-Apr av. 


981.2 
440.0 
AS130, 800 
265.2 
512.0 


137.5 
139.7 
759.9 
2,853 
2.2 
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natural fertilizers (16.8); measuring and test instruments (16.1); tobacco (12); 
Photographic equipment (8.7). 


Footnotes: 


a/ Changes based on unrounded Schilling rather than Dollar converted values. 


b/ Income of dependently employed persons plus transfer payments, after taxes; 
excludes self-employment income. 


c/ Preliminary figures 

a/ Since June 29,1978: 4.5%; since Jan 25,1979: 3.75%; 
e/ Official reserves at central bank; year-end figure. 
£/ Includes revaluation of gold holdings by 33.7%. 


since Jan 24,1980: 5.25%. 


Sources: Austrian National Bank, Central Statistical Office, Austrian Finance Ministry, 


Austrian Institute for Economic Research. 





SUMMARY : 


The Austrian economy grew 5.2% in real terms in 1979. 

This was an unexpectedly strong performance, and one that 
ended a decade in which Austria recorded one of the highest 
economic growth rates in the western industrial world. 
Inflation in 1979 was 3.7%, one of the best showings among 
developed nations. Industrial production, sparked by strong 
foreign demand, grew by 6.7%. Industrial orders on hand in 
January 1980 were 11% higher than a year before. Relations 
between labor and management continued to be harmonious 

in 1979, and labor productivity increased by 5.8%. Unem- 
ployment for the year was 2%. 


Other areas, however, were weaker. The nation's balance- 
of-payments deficit soared to AS 32.3 billion in 1979 as 

a result of marked changes in long-term capital movements 
and another large balance-of-trade deficit. Although 
Austrian exports grew by 17%, they continued to be chan- 
neled to traditional markets and were heavily weighted in 
favor of raw materials and semi-processed goods; not the 
highly-finished products usually exported by industrialized 
nations. Imports also increased by 17%. Energy, raw ma- 
terials, and consumer goods, particularly automobiles, led 
the list. Inflation began to pick up at the end of 1979 
and reached an annual rate of 5.3% during the first quarter 
of 1980. Unemployment pressures were minimal in 1979, but 
they are expected to be felt later in 1980 as real growth, 
responding in large part to the effects of a global eco- 
nomic slowdown, drops to 2.5%. The federal budget deficit 
was slightly larger than expected in 1979. 


U.S. exports to Austria in 1979 amounted to $ 639 million, 
up 32% from the previous year. Austrian exports to the 
United States during the same period were $ 392 million, an 
increase of 8% over 1978. A change in the mix of American 
exports from fewer raw materials and staples to more manu- 
factured goods has enabled American exporters to win a small 
but secure niche in the Austrian economy. American products 
still enjoy a degree of price competitiveness because of the 
depreciation of the dollar versus the schilling. American 
exporters will find Austria a challenging but worthy market. 





CURRENT ECONOMIC SITUATION AND TRENDS 


The Austrian economy grew at a real rate of 5.25% in 1979. 
This was an unexpectedly strong showing, and one which 

ended a decade in which the Austrian economy recorded one 

of the highest growth rates in the western industrial world. 
Real economic growth in 1980, however, is expected to be 2.5%. 
The decline is expected to follow from the international 
economic slowdown forecast for almost all western industri- 
alized countries. West Germany, Austria's most important 
trading partner, is expecting real growth of only 2% in 1980, 
and growth in many other of Austria's OECD trading partners 
will be less than that. 


The strong Austrian economic performance in 1979 resulted 
principally from very strong foreign demand for Austrian 
products. Industrial production in 1979 grew by 6.7% and 
reflected sharp increases in both the investment and con- 
sumer goods sectors. The nominal value of industrial orders 
on hand as of January 1980 was AS 111 billion, up 11% from 
a year before. About 56% of these orders were placed by 
foreign entities. Labor productivity during 1979 increased 
by an estimated 5.8%, primarily as a result of greater uti- 
lization of plant and equipment, combined with a 5% drop in 
the number of industrial workers. 


Austria's balance-of-payments position worsened considerably 
in 1979 after improving in 1978. The preliminary balance- 
of-payments deficit for 1979 was AS 32.3 billion, much high- 
er than the AS 1.7 billion deficit recorded the year before. 
The principal reason for the worsening of the deficit was 
the turnaround in the balance on long-term capital, which 
moved from a surplus of AS 20 billion in 1978 to a deficit 
of AS 6 billion in 1979. The reversal was caused primarily 
by the interest rate differential between Austria and other 
industrialized countries, especially during the first half 
of 1979. 


A whopping AS 63.7 billion trade deficit also contributed 
substantially to the worsening of the balance-of-payments. 
Although Austrian exports and imports both grew by 17% in 
1979, imports expanded from a base of AS 232.8 billion, 
while the export base was only AS 176.5 billion. Higher 
expenditures for imported energy (Austria imports about 

70% of all energy it consumes) and raw materials as well as 
recovering demand for consumer goods, particularly passenger 
cars, were mainly responsible for the surge in imports. 

The increase in imports of consumer goods is a clear sign 





that the restrictive effects of the 30% "luxury tax" imposed 
at the beginning of 1978 are waning. Export performance 

in 1979, while outwardly encouraging, was a cause of concern 
for Austrian industrialists, who feel that the boom in ex- 
port industries further delayed necessary structural changes 
in this area. Furthermore, Austrian exporters followed 
familiar trade patterns and gave little attention to non- 
traditional markets, especially those in developing countries. 
Another cause for concern is the fact that the mix of Austrian 
exports continued to be dominated by raw materials and semi- 
.processed goods, and not the highly-finished products typi- 
cally exported by industrialized countries. 


Austria recorded one of the lowest rates of inflation (as 
measured by the Consumer Price Index - CPI) among developed 
nations in 1979, 3.7%. One important reason inflation was 
not higher was the decision by authorities to attenuate the 
impact of the 46% increase in crude oil import prices in 

1979 by only gradually allowing those increases to be passed 
along to consumers. However, inflationary pressures are now 
being increasingly felt. The CPI advanced at a 5.3% annual 
rate during the first quarter of 1980, and WIFO (the Austrian 
Institute for Economic Research) predicts that the rate for 
the year as a whole will be 5.5%. Efforts to keep the lid 

on inflation this year will continue to depend heavily on the 
ability of Austrian authorities to maintain the hard schilling 
policy, which links their currency principally to the D-Mark, 
and on success in restraining demands for higher wages. Al- 
though the efficacy of the hard schilling policy was initially 
questionable, it is now viewed by Austrian authorities as 
successful. 


The hard schilling policy also has contributed to labor tran- 
quility in Austria by helping to bring about low rates of in- 
flation. Low inflation, coupled with the government's com- 
mitment to full employment, set the stage for the harmonious 
and mutually respectful relations which have characterized 
labor/management relations here for the past few years. As 

a result, strikes are uncommon (indeed, one observer calcu- 
lated that the per capita time lost in Austria because of 
labor disturbances in 1979 was less than eight seconds) and 
the increase in industrial wage costs (after allowing for 
increases in productivity) dropped from more than 15% in the 
mid-1970s to near zero at the end of the decade. 


The total number of employed persons reached 2,757,609 in 
April 1980, up 6% over the corresponding figure a year be- 
fore, and an all time high for the month of April. 





Unemployment in April was estimated at 1.7%, less than the 
2.0% recorded in April 1979. The improvement in the labor 
market came mainly as the result of increased job openings, 
the recovery of the employment situation in manufacturing 
industries and the building trades, and a more restrictive 
handling of permits for guest workers. 


Wage demands throughout 1979 were moderate. The wage index 
during that year was 5% higher than that recorded in 1978. 
Given the low inflation rate for 1979, and taking into ac- 
count the effects of the reduction in taxes on wages which 
became effective on January 1, 1979, real wages grew by 
almost 3%. That was in conformance with the long-term goal 
set by the Austrian Trade Union Federation (which represents 
about 60% of the labor force). But this year the margin for 
real wage gains will be reduced considerably as a result of: 
a) the authorities' determination to keep nominal wage in- 
creases within moderate limits; b) the pervasive slowdown of 
economic activities; c) intensified price pressures; and 

d) the absence of a reduction in taxes on wages. 


Total retail sales were 5% higher in 1979 than in 1978. 
Sales of durables increased by 7% and non-durables rose 

by 5%. However, the growth rate in this sector in 1979 must 
be viewed in the light of the 5% decline of this indicator 
in 1978, largely as the result of the imposition of a 

30% tax on “luxury goods" on January 1, 1978. WIFO predicts 
that retail sales in 1980 will grow by only 2.25%, primarily 
as a result of a reduction in the growth of disposable in- 
come. 


Domestic demand was strong during the first two months of 1980 
while foreign demand, although still strong, appeared to have 
reached a plateau. WIFO's latest forecasts for private con- 
sumption and investment in 1980 are +2.2% and +3.5%, respec- 
tively. Investment in equipment is expected to increase by 6% 
this year, mostly as the result of greater spending on machin- 
ery. Construction is expected to record a gain of 1.5%. 


A January 1980 poll of Austrian industrialists revealed 
mixed feelings about the short-to-medium term outlook for 

the economy. Those in the investment goods subsector were 
bearish, and investment decisions by this group continued to 
be made with utmost caution and only in rare cases involved 
expansion of existing facilities. Representatives of the 
consumer goods area were mildly optimistic, although a number 
expressed concerns about the possibility of reduced demand 
caused by price increases. All polled complained about the 





ongoing profit squeeze resulting from higher energy costs 
and the handicap to export pricing represented by adherence 
to the hard schilling. On the whole, the poll revealed a 
slight worsening of economic expectations since the last 
poll was taken in the fall of 1979, but a mild improvement 
when compared to the January 1979 survey. 


Despite Austria's strong economic performance in 1979, 
federal revenues (although substantially higher than those 
of 1978) did not quite reach projected levels. As a result, 
the federal deficit was slightly worse (AS 50.5 billion) 
than originally foreseen (AS 49.7 billion). The 1979 budget 
deficit produced a 16% net increase in the national debt 
and brought it to AS 231 billion, equivalent to 25.2% GDP. 


The Finance Minister has mapped out a restrictive budget 
for 1980 in an attempt to curb the rapid rise of expendi- 
tures, deficit, and national debt. This year's proposal 
limits the growth of expenditures to 4.7%, about half the 
projected increase in revenues. The resultant deficit of 
AS 49 billion, reduced by debt redemption of AS 18.3 bil- 
lion, would require an increase in the national debt of 133% 
to AS 262 billion, equivalent to about 27% of GDP. Foreign 
debt would amount to AS 70.2 billion of total debt, an in- 
crease of 10% over 1979. 


The strong foreign demand which served as the mainspring 

of the Austrian economy during the past 18 months is 
beginning to wind down as Austria's principal trading part- 
ners (principally the EEC and, to a lesser extent, the EFTA 
and COMECON nations) enter into a period of reduced, or no, 
economic growth. The shrinking of Austrian export markets 
implicit in this development, combined with the nation's 
growing and more costly imports of fuels and energy, have 
led WIFO to forecast a substantial increase in the country's 
trade deficit in 1980. WIFO predicts that exports will grow 
by 10% this year (from AS 206.9‘billion to AS 226.9 billion) 
while imports expand by 14% (from AS 269.9 billion to 

AS 307.8 billion). This would produce a trade deficit of 

AS 80.9 billion, 27% higher than the AS 63.7 billion deficit 
recorded in 1979. 


A trade deficit of that magnitude, combined with the effects 
of the large deficits incurred in recent years, could force 
Austrian authorities to make some hard socio-economic de- 
cisions. The large trade deficits will make it more diffi- 
cult to adhere to the cherished hard--schilling policy. 

A threatened weakening of schilling value could cause the 
authorities to increase interest rates to protect it. But 





higher interest rates would dampen the already modest growth 
rate forecast for this year, which, even if it is reached, 
can be expected to result in greater unemployment pressures. 
Full employment, one of the pillars of Austrian economic 
policy and a sine gua non for labor tranquility in Austria, 
can be maintained, but at the expense of swelling the al- 
ready large budget deficit which the Finance Minister wants 
to limit. 


Austrian authorities will have to be even more adept than 
ever at juggling the mix of fiscal, monetary, exchange rate, 
export promotion, and incomes policy measures traditionally 
used to keep their economy humming. But many believe that 
no matter what is done, things will become a little worse. 
Inflation will outpace real growth. Unemployment will creep 
a bit above the 2% which has come to be accepted as normal 
by Austrians. Relations between labor and management will 
begin to show signs of strain. And the strong schilling may 
develop some weak spots. But, even despite these develop- 
ments, Austria should again finish the year with an economic 
report card envied by most of its OECD colleagues. 


IMPLICATIONS FOR THE UNITED STATES 


U.S. exports to Austria in 1979 amounted to $ 639 million, 

up 32% from the previous year. Austrian exports to the U.S. 
reached $ 392 million, up 8% over 1978. Principal U.S. ex- 
ports to Austria were vehicles (including boats and air- 
craft), non-electric machinery (excluding business machines), 
business machines, electrical machinery, metal ore, and 
scrap. 


The U.S. trade surplus with Austria improved substantially 
during 1979 as a result of unexpectedly high import demand 
and a further decline of the dollar versus the schilling. 
Moreover, exports from the U.S. to Austria during the first 
quarter of 1980 amounted to $ 194 million, 35% higher than 
in the first quarter of 1979. That figure represented 3.2% 
of all Austrian imports, 3.6% excluding oil. U.S. imports 
from Austria during the first quarter of 1980 were $ 93 mil- 
lion, up 26% over the corresponding figure in 1979. 


The U.S., which for many years was a marginal supplier of 
raw materials and staples to the Austrian market, has suc- 
ceeded in recent years in becoming a more important and 
permanent source of imports for Austria. This development 
is mainly due to a change in the mix of American exports 
from fewer raw materials and staples to more manufactured 
goods. 





In its recent "Best Prospects" report, the Embassy iden- 
tified six product lines which it believes to have partic- 
ularly strong incremental sales potential here in the short- 
to-medium term. These product lines are: health care and 
biomedical equipment (including computerized medical diag- 
nostic equipment, automated sample analyzers, and automated 
blood-cell counters); small business computers and word pro- 
cessing equipment (including personal computers, multi-task 
business machines, and on-line retail data systems); produc- 
tion equipment, test instruments, and components for the 
electronics industry (including integrated circuits, micro- 
processors, and semiconductor test equipment); selected con- 
sumer goods (including no-iron bed and table linen, leisure 
wear and sports clothing, and swimming pool accessories) ; 
equipment and components for energy conservation (including 
high-performance solar collectors, controls and components 
for solar heating equipment, and energy-saving building com- 
ponents); and equipment for industrial modernization and in- 
novation (including computer-assisted engineering and design 
devices, multipurpose machine tools, and laser equipment for 
metalworking and other industrial applications). Other 
product categories showing strong potential are security 
equipment for industrial, commercial, and residential use 


and fuel-efficient motor vehicles. These products were 
identified after careful consideration of the size of the 
local market, current and projected U.S. technological ad- 
vantages, the absence of local production, and price compet- 
itiveness. These items are also the focus of most of the 
Embassy's trade promotion activities. 


U.S. agricultural exports to Austria are expected to con- 
tinue to be heavy in bulk commodities such as soybean meal, 
raw tobacco, and fruits and fruit products. Other items 
which have been moving to local markets in increasing volume 
are long-grained rice and frozen meat. The improvement in 
sales opportunities for U.S. agricultural exports, as a 
result of the decline of the dollar against the schilling, 
has been less than expected because the currencies of some 
competitor nations have also been devalued. 


American firms have demonstrated renewed interest in com- 

peting for major projects of late. Most of the large pro- 

jects reported by the Embassy in the past year have been in 

the energy sector, but there were others in such fields as 
health and transportation. Competition for these projects 

is keen. Most of it comes from EEC and EFTA members whose 
industrial exports generally enter the Austrian market duty-free. 





U.S. companies interested in bidding on such projects should 
come prepared to discuss not only the technical merits of 
their product but also such "offset" arrangements as local 
assembly, purchase of locally manufactured components, or 
outright purchase of Austrian goods for sale in the U.S.A. 
or in third-country markets. At least. one member of the 
American firm's negotiating team should be fluent in tech- 
nical German. 


The Austrian government generally welcomes productive for- 
eign investment, viewing it as an adjunct to its full em- 
ployment policy. Of particular interest are investments in 
industries which either replace imports or expand exports. 
Full foreign ownership is permitted, but some American firms 
have found joint ventures to be advantageous. Many American. 
firms also find Vienna to be a good base for operations 
aimed at developing and servicing East European markets. 


There are a number of opportunities in Austria for displaying 
American-made products. These range from catalog exhibits 

to technical sales seminars and trade missions. Detailed 
information about such events can be obtained by contacting 
the Austrian Desk, Office of Country Marketing, BED, 
Department of Commerce, Washington, D.C. 20230, or the 
Embassy at Boltzmannyasse 16, A-1091 Vienna, Austria. 


% U. S. GOVERNMENT PRINTING OFFICE: 1980—311-056/284 
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